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CHANGES IN REAL ESTATE ACTIVITY SINCE KOREA 


OBODY needs tobe told that substantial changes have takenplace in the real 
N estate market since last June. These changes, however, have varied wide- 

ly in degree anddirection, and it is the purpose of this bulletinto show them 
in as much detail as possible. 


Real estate activity throughout the country has generally been adversely af- 
fected by the credit regulations which began moving out of Washington last August. 
The effect of these regulations has been and will continue to be about what most peo- 
ple expected. They led to a slow downturn in the national activity index. This down- 
turn will no doubt continue for as long as these regulations are enforced. 


More recently, however, an unexpected and much more profound influence has 
been exerted by the virtual disappearance of mortgage money. All of us know that 
mortgage money has been dried up by the Federal Reserve Board unpegging of the 
bond market and by the Treasury’s issuance of 2-3/4% bonds. We say such a move 
was unexpected because as late as January 18 of this year Secretary Snyder issued a 
statement that the “24% long-term rate is fair and equitable to the investor, and that 
market stability is essential”; moreover, that “the delusion that fractional changes - 
in interest rates can be effective in fighting inflation must be dispelled from 
our minds.” Still further, in early February both the Wall Street Journal and the 
New York Times deplored the fact that the Federal Reserve Board had apparently de- 
cided to continue its support of the government bond market. 





We may be wrong, but we have a strong suspicion that the powers behind this 
policy change failed to foresee the drastic effect it would have on the mortgage in- 
dustry (quickly reflected in the residential construction and brokerage fields). 


Therefore, the real estate industry is currently squeezed by two powerful jaws of 
constricting credit: one, the well planned and carefully applied restrictions headed 
by Regulation X; the other, much more violent repercussions brought on by the two 
changes in fiscal policy. The first one will be with us for some time, but fortunately 
the pressure exerted by the second will soon begin to ease. We agree with Melvin F. 
Lanphar of Detroit that relief can come from partial recovery of the bond market, 
higher mortgage interest rates, increased fees, assistance from Fannie May, or a 
combination of two or more of the above. We believe that the government’s insis- 
tence on low rates for FHA-VA loans is totally unrealistic in view of recent develop- 
ments. 


So far, the effects of the latest squeeze do not show up in the real estate activity 
(cont. on page 253) 
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CHANGES IN REAL ESTATE ACTIVITY 


PRE-CONTROLS 
CITY (July 1950) PRESENT PERCENTAGE OF CHANGE 


INCREASE > 10 1S 20 ree) 30 "/o 
San Diego, Calif 198. +16.4 
Los Angeles, Calif 128. 
Tucson, Ariz. 150. 
Philadelphia, Pa 130. 
Washington, D. C 99. 
Jersey City, N. J 92. 
Tulsa, Okla. 234. 
Seattle, Wash. 171. 
Hartford, Conn. 211. 
Waterbury, Conn 160. 
Westchester Co., N. Y. 180. 
Syracuse, N. Y. 194. 
San Francisco, Calif. 145. 


Bridgeport, Conn 140. 
Toledo, Ohio 117. 
New York, N. Y 165. 
Flint, Mich. 246. 
Youngstown, Ohio 157. 
Houston, Tex. 185. 
Brooklyn, N. Y 121. 
New Haven, Conn 167. 
Kansas City, Mo 129. 
Dallas, Tex. 212. 
San Antonio, Tex 194. 
Buffalo, N. Y. 195. 
Worcester, Mass 141. 
Atlanta, Ga. 158. 
Detroit, Mich. 149. 
Oakland, Calif. 90. 
NATIONAL AVERAGE 115. 
Boston, Mass. 152. 
Duluth, Minn. 164. 
St. Louis, Mo. 171. 
Gary, Ind. 86. 
Jacksonville, Fla 153. 
Memphis, Tenn. 207. 
Denver, Colo. 212. 
Salt Lake City, Utah 153. 
Cincinnati, Ohio 142. 
Grand Rapids, Mich 100. 
Cleveland, Ohio 196. 
Milwaukee, Wisc 245. 
Chicago, Ill. 157. 
Tacoma, Wash 194. 
_ Richmond, Va.* 67. 
Nashville, Tenn. 120. 
Pittsburgh, Pa. 197. 
Binghamton, N. Y 130. 
Birmingham, Ala 92. 
Minneapolis, Minn 185. 
Des Moines, Iowa 140. 
Dayton, Ohio 191. 
Portland, Oreg. 162. 
Columbus, Ohio 130. 
Miami, Fla. 200. 
Akron, Ohio 210. 
Fall River-New Bedford, Mass.* 62. 
Oklahoma City, Okla. 291. 
Lowell-Lawrence-Haverhill, Mass.* 42. 
Indianapolis, Ind. 146. 
Louisville, Ky. 206. 
St. Paul, Minn. 133. 
Springfield, Ohio 193. 
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* Based on number of transactions per 10, 000 families. 




















CHANGES IN REAL ESTATE ACTIVITY SINCE KOREA 
(cont. from page 251) 

figures we gather. The charts on the following pages, however, do show the effects 
of the credit regulations that began last August. The chart on the page opposite shows 
the percentage of change from July 1950 to the present in the level of real estate ac- 
tivity in 62 principal cities. You will notice the wide variation of change in real 
estate activity that took place during this nine-month period. Thirteen of the 62 
cities, or 20% of them, have actually gained in real estate activity. No doubt these 
gains have been “in spite of” and not “because of” the credit regulations. Of these 
13 cities, 11 are located in the booming Southwest and West, or along the conserv- 
ative Eastern Seaboard. 


A further comparison made between fairly similar cities is interesting if not 
particularly revealing. For example, Akron, Ohio, shows a drop of 18.9%, while 
Youngstown decreased only 1.5%. Tulsa’s real estate activity level gained 7. 8%, 
while Oklahoma City’s showed a drop of 20%. Although rather widely separated 
on the chart, the four Connecticut cities of Hartford, Waterbury, Bridgeport and 
New Haven are fairly close in their percentage of change, varying only from a 3. 3% 
gain to a 2.6%loss. The Great Lakes cities of Detroit, Cleveland and Chicago were 
fairly close together, showing declines of 6.2%, 11.9% and 12.0%, respectively. 
Minneapolis activity dropped 16% compared with St. Paul’s decline of 30. 5%. 


The basic weakness of such a presentation lies in the fact that it fails to show the 
strong changes that took place during the intervening months. In order to allowa 
closer comparison we have charted the activity of 35 different cities on pages 258 and 
259. The lines on this chart run from late 1947 through early 1951. The red dashed 
vertical line represents the imposition of the first credit controls last July 27 (August 
1 on chart). Notice how activity in Kansas City, Missouri (bottom of page 258), 
started dropping sharply before controls were imposed. Activity in Houston had also 
started down shortly before August 1950, and then moved up sharply for two months. 
The popular conception of the effect controls have had is best portrayed by the be- 
havior of activity in Louisville (page 259), a steep decline immediately following last 
August. 


An even wider picture of real estate activity can be gained by studying the in- 
dividual charts on pages 254 through 257 and 260 through 264. We are sorry that 
some of the Indiana cities are not up to date. It will be a few months, however, be- 
fore the back data become available. Activity in 15 of these 72 cities is still well 
above the national average. Those that continue to ride the highest are Flint, San 
Antonio, Tulsa and Oklahoma City, and Omaha. In the case of Omaha, the chart is 
based on the number of “for sale” ads:, which is always a more optimistic indicator 
than “deeds recorded.” The slowest activity in the country is apparently concen- 
trated in the smaller Massachusetts cities of Lowell-Lawrence-Haverhill, Fall 
River-New Bedford, and Springfield. All are far below the national average. In 
contrast, however, Boston’s activity has moved at a pretty good clip, following the 
national average rather closely. 


Close study of these individual cities also shows widely divergent activity since 
the first controls were installed. 


(cont. on page 266) 




















REAL ESTATE ACTIVITY IN PRINCIPAL CITIES 
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REAL ESTATE ACTIVITY 
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CHANGES IN REAL ESTATE ACTIVITY SINCE KOREA 
(cont. from page 253) 

Cities that showed rising activity are no doubt those where 1. lenders were al- 
ready heavily committed; 2. an unusual number of buyers had the necessary cash for 
the larger down payment; 3. brokers quickly switched their efforts to sale of “older” 
dwelling units. Any one, or a combination of these reasons, could result in higher 
activity for a short period. There are few cities, however, that have not shown 
some drop in recent months. Most notable of these is San Diego, where latest re- 
ports indicated activity was moving close to its all-time high. Other areas that have 
shown minor changes are St. Louis, Washington, D. C., Westchester County and 
Youngstown. 


Activity in Boston and Houston moved upward strongly in late 1950 and early 1951 
but has recently dropped sharply. Toa lesser extent, the same thing is true in 
Detroit, Flint, Hartford, Jersey City, Kansas City, New York (Manhattan and 
Queens), Oklahoma City, Seattle, and several others. 


The last chart in this bulletin is the one on page 265, where we show the real es- 
tate activity cycle (blue area) compared with our unadjusted real estate activity in- 
dex (red line). The same basic data are used for both, but the red line is not ad- 
justed for population growth or for long-term trend. These adjustments have been 
made in the cycle. 


We are not so pessimistic as some over the outlook for real estate activity during 
the remainder of the year. To be sure, we feel that its downward movement will 
continue, but we think that it will not fall so fast or so far as some people believe. 
In other words, it’s going to keep going down, but the bottom is not likely to fall out. 
The present tight money situation, coupled with Regulation X, has temporarily se- 
riously crippled the brokerage business. This condition will improve, however, and 
the drop in real estate activity and mortgage activity will be slowed. The year’s 
end will probably see real estate activity still above normal in most sections of the 
country. Although the unpegging of the bond market was a good move to combat 
inflation, we are doubtful that its drastic repercussions in the mortgage field were 
foreseen. 


The short-term outlook is dark, but we believe it will improve. Moreover, it has 
not reached the stage where smart, aggressive, down-to-earth brokerage will not 
make it brighter. 











